Arizona Economic Update

Office of the Arizona State Treasurer Dean Martin
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h \§= All state funds must be

deposited at
Treasurer’s Office

— FY 08 total was:
" . $39.10 Billion
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Inside the

Trading Room AN
A Day In the Life...

g

e Last Business Day 2006 $2.3 Billion in cash

e Example of one trade of over 300 trades
executed

e Out to bid for overnight repo (loan collateralized by US
Treasuries)

e 12/29/06 to mature on 1/2/07

e The bid winner sent us $2.346 Billion in US Treasuries
e 1/2/07 received $2.3 Billion back

® We were paid $1 3 miIIion in interest!
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Our Investment Philosophy

SAFETY

before

LIQUIDITY

before

YIELD
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S & P Rating of Pool 5
AAAf/ S1

We Continue
To Maintain
The Highest
Rating From
S&P
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Treasurer’s FY 08 Performance

Operating Revenue to the State of Arizona
State Agencies, Endowment and LGIP Clients

Earnings Distributed (profits):

2007: $539,921,966
2008: $350,056,194

890 million in profits!
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Assets Under Management

(uElLCIREIE),

June 2007 June 2008

Endowment, Endowment,

$2,447,000,000 $2,581,135,000
20% 21%

Local

Governments, AZ State Govt., Loca AZ State Govt.,

Governments, $5,013,491,000
40%

$4,065,000,000 $5,663,000,000 $4.985 575,000

33% 47% 40%

$1 Billion in additional Voluntary Investments!
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Assets Under Management

(uElLCIREIE),

June 2008 May 2009

Endowment,
$2,581,135,000
21%

Endowment:
2,373,957,000
23%

AZ State Govt.:

Local AZ State Govt., 2,886,780,000

Governments, $5,013,491,000 28%
$4,985,575,000 40%

40%

Local
Governments:
5,133,956,000

49%

State balances drop by over $2 Billion!
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AZ Unemployment

ion

—_— Unemployment
AZ Unemployment I Rate Surpassing
Rate 1.2% LOWER
than US Rate
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AZ Employment
at 2005 levels
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Housing & Construction

Prewous Outlook

Sub-prime
_ High-rate
NINJA Loans

Housing
New Home
Coﬁstructlon

Construction
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Commercial Property
Bubble Burst Last Year
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AZ Construction Employment at 1997 levels!

Employmentat
Mid '97 Levels
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Phoenix, Arizona Metropolitan Area House Prices
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Arizona still Over Stocked
on Homes, but improving
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1 3% of US Mortgages Dlstressed
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So how about some

good news?
r | just saved a

bunch of money on
my car insurance!



http://www.christianpf.com/wp-content/uploads/2007/11/geico-gecko.jpg

Signs of spring on
the horlzon’?
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Arizona Housing Permits: Nearing a Bottom?

Total Monthly Arizona Residential Building Permits 1995 to Feb. 2009
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Homes Improved

ting
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Quick and Easy
Economic Gauge
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Watch your loca
Starbucks
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As long as people are still buying
$4 cups of coffee:
They still have disposable income
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People can’t buy a $1.29 cup of coffee:
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Economic Forecast
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15t Turn
April 2008

'fhe New Crash
Housing Phase
Bubble « Sept. 2008
Bursts

Hit
Bottom
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Arizona Housing

lags National Housing Market
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Swine Flu going to prolong
the US recession?
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Is High Spending Going
To Impact Inflation?
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Annual US Budget Surplus / Deficit

$500,000

Millions

S0

-$500,000

-$1,000,000

-$1,500,000

-$2,000,000

Annual US Budget Deficit

981
82
83

1985
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

1986
1987
*2009




- 60-uefr
- 80-uef
- LO-Uef
- 90-uer
- S0-uef
- Po-uer
- e0-uef
- c0-uef
- TO-uef
- 00-uer
- 66-Uef
- 86-uef
- Lb-uUef
- 96-Uef
- gR-uer
- Pe-uef
- €6-uef
- Cb-uef
- Tb-uer
- 06-uef
- 68-uef
- 88-uef
- L8-Uef
- 98-uef
- 98-uef
- P8-uef
- €8-uef
- €8-uef
18-uef

22
2
m
i
e
p]
z
Q
:
=
21O
(e
@)
o =
o
HO
24
&
W

bl

ive Total US

HON. DEAN MARTIN -

Debt since 1981

Cumulat

=] o o= o) [=] =] 2
1 o o 2 2 2 =]
S S S S S S,
o o o 2 =] =]
Qo 2 =] =] [=] 2
S S S S S S
= ~ m < [¥p] 0o




Federal Debt as % of GDP is Soaring
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“Nike” Whoosh
Forecast

2007
2006 2013
2008

| 2014

2005 2012
2009 | 2011
2004 !

| 2010
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“Nike” Whoosh
Forecast
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High Inflation
likely to kick in
in3to 5yrs
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State Total Operating Account Average Monthly Balance

July 1990 to present
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State of Arizona Operating Cash Balance On A Downward Trend

Percent Change in Operating Account Balance
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‘07 Revenues

' $9.7 Billion




'08 spending

$10.6 billion

‘07 Revenues

- $9.7 Billion

‘08 Revenues

S $8.8 Billion




'08 spending
$10.6 billion

‘07 Revenues :

$9.7 Billion -
/ $10.3 billion

‘08 Revenues
e $8.8 Billion
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What went
wronq?

‘07 Revenues

$9.7 Billion

Governor’s
FY09 forecast

6% growth

N $9.98 Billion

($9.2 permanent)

Treasurer’s & Leading

Economists Forecast

‘07 s}aending k L
$9.6 billion

‘08 Revenues

$8.8 Billion

‘09 Revenues

$7.7 Billion |+
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Real ’09 spending
$11.2 billion

(including accounting
gimmicks and deht)
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Where is the money going?
% Change in “slice of the GF pie”

What are
your
priorities?
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Questions?

THANK YOU
Presentations & Video:
Available online at:

www.AzTreasury.qov
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http://www.aztreasury.gov/

